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may not require any holder of a reduc-
tion permit in a reduction fishery to 
surrender any fishing permit in any 
non-reduction fishery or restrict or re-
voke any fishing permit other than a 
reduction permit in the reduction fish-
ery, except those fishing permits au-
thorizing the incidental harvesting of 
species in any non-reduction fishery 
during, and as a consequence of, di-
rected fishing for species in the reduc-
tion fishery. 

(e) Reduction vessels disposition. Where 
a business plan requires the withdrawal 
from fishing of reduction vessels as 
well as the revocation of reduction per-
mits: (1) Each reduction vessel that is 
not documented under Federal law 
must in every case always be scrapped, 
without regard to whether a program is 
a financed program or a subsidized pro-
gram; 

(2) No financed program may require 
any disposition of a reduction vessel 
documented under Federal law other 
than the title restriction in paragraph 
(b) of this section unless the business 
plan volunteers to do otherwise; and 

(3) Any subsidized program may re-
quire the scrapping of reduction vessels 
documented under Federal law. 

(f) Reduction payments. NMFS will 
disburse all reduction payments in the 
amount and in the manner prescribed 
in reduction contracts, except reduc-
tion payments that a bidder’s reduc-
tion-contract nonperformance prevents 
NMFS from disbursing. In financed 
programs, the reduction loan’s prin-
cipal amount is the total amount of all 
reduction payments that NMFS dis-
burses from the proceeds of a reduction 
loan. Any reduction payment that 
NMFS, because of a bidder’s reduction- 
contract nonperformance, disburses 
but subsequently recovers, shall reduce 
the principal amount of the reduction 
loan accordingly. 

(g) Effect of reduction-contract non-
performance. No referendum, no reduc-
tion contract, no reduction loan, and 
no fee payment and collection obliga-
tion under § 600.1013 and § 600.1014 nec-
essary to repay any reduction loan, 
shall be impaired, invalidated, avoided, 
or otherwise rendered unenforceable by 
virtue of any reduction contract’s non-
performance. This is without regard to 
the cause of, or reason for, nonperform-

ance. NMFS shall endeavor to enforce 
the specific performance of all reduc-
tion contracts, but NMFS’ inability, 
for any reason, to enforce specific per-
formance for any portion of such reduc-
tion contracts shall not relieve fish 
sellers of their obligation to pay, and 
fish buyers of their obligation to col-
lect, the fee necessary to fully repay 
the full reduction loan balance that re-
sults from all reduction payments that 
NMFS actually makes and does not re-
cover. 

(h) Program completion. Other than 
the payment and collection of the fee 
that repays a reduction loan and any 
other residual matters regarding reduc-
tion payments and the disposition of 
reduction permits and reduction ves-
sels, a program shall be completed 
when NMFS tenders or makes all re-
duction payments under all reduction 
contracts that circumstances, in 
NMFS’ judgment, reasonably permit 
NMFS to make. 

§ 600.1012 Reduction loan. 
(a) Obligation. The borrower shall be 

obligated to repay a reduction loan. 
The borrower’s obligation to repay a 
reduction loan shall be discharged by 
fish sellers paying a fee in accordance 
with § 600.1013. Fish buyers shall be ob-
ligated to collect the fee in accordance 
with § 600.1013 and to deposit and dis-
burse the fee revenue in accordance 
with § 600.1014. 

(b) Principal amount, interest rate, re-
payment term, and penalties for non-pay-
ment or non-collection. The reduction 
loan shall be: 

(1) In a principal amount that shall 
be determined by subsequent program 
events under this subpart, but which 
shall not exceed the maximum prin-
cipal amount in the fishing capacity 
reduction specifications; 

(2) At an annual rate, that shall be 
determined by subsequent events, of 
simple interest on the reduction loan’s 
principal balance that shall equal 2 
percent plus the Treasury percentage; 

(3) Repayable over the repayment 
term specified in the business plan or 
otherwise determined by subsequent 
events; and 

(4) Subject to such provisions as im-
plementation regulations shall specify 
for the payment of costs and penalties 
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for non-payment, non-collection, non- 
deposit, and/or non-disbursement in ac-
cordance with § 600.1013 and § 600.1014. 

(c) Effect of prospective interest rate. 
Any difference between a prospective 
interest rate projected, for the purpose 
of any aspect of reduction planning or 
processing under this subpart, before 
the U.S. Treasury determines the 
Treasury percentage and an interest 
rate first known after the U.S. Treas-
ury determines the Treasury percent-
age shall not void, invalidate, or other-
wise impair any reduction contract, 
any reduction loan repayment obliga-
tion, or any other aspect of the reduc-
tion process under this subpart. Should 
any such difference result in a reduc-
tion loan that cannot, at the maximum 
fee rate allowed by law, be repaid, as 
previously projected, within the max-
imum maturity, any amount of the re-
duction loan remaining unpaid at ma-
turity shall be repaid after maturity by 
continuing fee payment and collection 
under this subpart at such maximum 
fee rate until the reduction loan’s un-
paid principal balance and accrued in-
terest is fully repaid. The above not-
withstanding, at the discretion of the 
Secretary, the reduction contract can 
be voided if a material adverse change 
affects the reduction contract, reduc-
tion loan obligation, or any other as-
pect of the reduction process under this 
subpart. 

§ 600.1013 Fee payment and collection. 

(a) Amount. The fee amount is the de-
livery value times the fee rate. 

(b) Rate. NMFS will establish the fee 
rate. The fee rate may not exceed 5 per-
cent of the delivery value. NMFS will 
establish the initial fee rate by calcu-
lating the fee revenue annually re-
quired to amortize a reduction loan 
over the reduction loan’s term, pro-
jecting the annual delivery value, and 
expressing such fee revenue as a per-
centage of such delivery value. Before 
each anniversary of the initial fee rate 
determination, NMFS will recalculate 
the fee rate reasonably required to en-
sure reduction loan repayment. This 
will include any changed delivery value 
projections and any adjustment re-
quired to correct for previous delivery 
values higher or lower than projected. 

(c) Payment and collection. (1) The full 
fee is due and payable at the time of 
fish delivery. Each fish buyer shall col-
lect the fee at the time of fish delivery 
by deducting the fee from the delivery 
value before paying, or promising to 
pay, the net delivery value. Each fish 
seller shall pay the fee at the time of 
fish delivery by receiving from the fish 
buyer the net delivery value, or the 
fish buyer’s promise to pay the net de-
livery value, rather than the delivery 
value. Regardless of when the fish 
buyer pays the net delivery value, the 
fish buyer shall collect the fee at the 
time of fish delivery; 

(2) In the event of any post-delivery 
payment for fee fish—including, but 
not limited to bonuses—whose amount 
depends on conditions that cannot be 
known until after fish delivery, that ei-
ther first determines the delivery value 
or later increases the previous delivery 
value, the fish seller shall pay, and the 
fish buyer shall collect, at the time the 
amount of such post-delivery payment 
first becomes known, the fee that 
would otherwise have been due and 
payable as if the amount of the post- 
delivery payment had been known, and 
as if the post-delivery payment had 
consequently occurred, at the time of 
initial fish delivery; 

(3)(i) Each fish seller shall be deemed 
to be, for the purpose of the fee collec-
tion, deposit, disbursement, and ac-
counting requirements of this subpart, 
both the fish seller and the fish buyer, 
and shall be responsible for all require-
ments and liable for any penalties 
under this subpart applicable to fish 
sellers and/or fish buyers, each time 
that a fish seller sells fee fish to: 

(A) Any party whose place of busi-
ness is not located in the United 
States, who does not take delivery or 
possession of the fee fish in the United 
States, who is not otherwise subject to 
this subpart, or to whom or against 
whom NMFS cannot otherwise apply or 
enforce this subpart, 

(B) Any party who is a general food- 
service wholesaler or supplier, a res-
taurant, a retailer, a consumer, some 
other type of end-user, or some other 
party not engaged in the business of 
buying fish from fish sellers for the 
purpose of reselling the fish, either 
with or without processing the fish, or 
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